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Comptroller General
OF THE UNITED STATES

Opportunities for Further Improvement Of
Government Logistics Management

By adopting GAO recommendations, Federal
agencies have been able to improve their op-
erations and save millions of dollars. However,
in some instances, agencies did not agree with
GAQ’s recommendations. In other instances,
agencies have agreed with GAO but have not
acterd or have not taken the degree of action
GAQ believes is necessary.

GAO reviewed past recommendations for im-
proving logistics management and identified a
number of recommendations which have not
been carried out. GAQO recommends that
agencies consider implementing these recom-
mendations and that congressional commit-
tees follow up on the status of these recom-
mendations at appropriation and oversight
hearings.

S

113096

LCD-80-78
AUGUST 21, 1980



For sale by:

Superintendent of Documents
U.S. Government Printing Office
Washington, D.C. 20402

Telephone (202) 783-3238

Members of Congress; heads of Federal, State,
and local government agencies; members of the press;
and libraries can obtain GAO documents from:

U.S. General Accounting Office

Document Handling and Information
Services Facility

P.O. Box 6015

Gaithersburg, Md. 20760

Telephone (202) 275-6241




COMPTROLLER GEMERAL OF THE UNMITED STATES
WASHINGTON, D.C. 20548

B-198700

*W%h@ Honorable Warren G. Magnuson B ENCV§“U7
Chairman, Committee on Appropriationg 57V ™~
United States Senate

e £ 0w
““The Honorable John C. Stennis o0
Chairman, Committee on Armed Services ©F
United States Senate
) j‘“ ‘)w) PR K]
+-The Honorable Jamie L. Whitten *\Wﬁ‘“L

Chairman, Committee on Appropriations
House of Representatives

y £

{“The Honorable Melvin Price i ©

Chairman, Committee on Armed Services
House of Representatives

Over the years, we have made many recommendations for
improving logistics management policies, planning, and prac-
tices. Our objective has been to help Federal agencies im-
prove their operations and save millions of dollars. 1In
working toward this objective, we have

--examined the feasibility of alternative logistics con-
cepts, structures, and policies;

~--reviewed the adequacy of the implementation of sound
concepts, structures, and policies; and

~--reviewed the operation of various functions or proc-
esses of logistics management to determine whether
they are being performed effectively and efficiently.

While agencies have adopted many of our recommendations on
logistics management, they have not adopted others or have
failed to implement them completely. The following sections
of this report briefly discuss the logistics management
areas we have examined over the past 5 years. The appendix
"to the report lists selected open recommendations.




B-~198700

'NNQ LESES COSTLY ALTERNATIVE
: 5 CONCEPTS

The scope and costs of Government logistical programs
have stimulated much interest on the part of the Congress
und officials directing logistical systems. As a result,

y have sought new concepts and organizational restruc-

ng which would reduce costs and enhance the support as-
‘ts of the logistical systems. In several reports, we have
wn that alternative logistics concepts offer the potential
for saving millions of dollars. Agencies have used some less
costly alternatives, such as centralized management, inter-
ncy cooperation, and contracting with the private sector,
with some success. However, further opportunities exist for
agencies to use these and other alternatives. (See p. 6.)

MAKING LOGISTICS SUPPORT
SYSTEM DECISIONS EARLIER

Logistics support costs are affected significantly by
such matters as (1) the reliability and maintainability de-
signed into a weapon system or other major equipment system,
(2) the concepts of operation and maintenance for the system,
{3) and the procurement processes used to support the system.
Substantial savings are possible if the Government plans
ahead and makes decisions about logistics support systems
early in the procurement process. We have found that, in
some cases, this early logistics planning was not carried
out. (See p. 7.)

ORDERING AND STOCKING THE PROPER
AMOUNT AND KIND OF MATERIAL

Within the Government, substantial improvements are needed
at the various levels of supply management in the procedures,
practices, and controls employed in determining and satisfying
needs. Several functions must be performed properly to assure
that sufficient, but not excessive, quantities are available
when and where needed. We have found, however, that this
basic inventory management challenge of having the proper
amount of stocks on hand when required--neither too much nor
too little~-has not been realized in many areas of Government.
(See pe 7o)

DISTRIBUTING MATERIAL EFFICIENTLY

The Government spends billions of dollars annually to
operate material distribution systems and spends billions more
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in depot facilities and material handling equipment to support
such systems. This immense, complex job of distributing
Government material--coupled with dynamic innovations and
drastic shifts within the transportation industry--offers
unlimited oppor.unities for improvement and dollar savings.
However, in many instances, Federal agencies have not taken
advantage of these savings. (See p. 8.)

USING EQUIPMENT MORE EFFECTIVELY

The Government has invested billions of dollars in
equipment of all types, and new equipment is continually en-
tering agencies' inventories. Much of this equipment either
is not needed or is not being used effectively because agen-
cies tend to overstate their initial requirements and lack
standards to measure the continuing need for the equipment.
(See p. 8.)

MAINTAINING EQUIPMENT BETTER

Billions of dollars are spent annually on maintenance
programs throughout the Government. Many of these dollars
could be saved by improving the efficiency and effectiveness
of Government maintenance procedures and programs. These
savings can be achieved by having resources more closely
matched to requirements, using available resources more
effectively, and increasing the use of proven maintenance
concepts. (See p. 9.)

IMPROVING LOGISTICS MANAGEMENT
INFORMATION SYSTEMS

Accurate and timely management information is essential
for successful logistics management. Information from these
systems is critical to decisions affecting day-to~day actions
necessary to maintain visibility and control over the Govern-
ment's multibillion dollar supply and maintenance activities.
Some systems set up to provide this function have not provided
management with information essential for successful logistics
operations. (See p. 10.)

DISPOSING OF UNNEEDED PROPERTY

The magnitude of unneeded Government property is some-
where in the billions of dollars. The generation of some un-
needed material is inevitable because of the large number of
different types and vast amounts of material the Government
manages to support its operations. Proper disposal of un-
needed Government property is essential to achieve the
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conomical management of excess supplies and surplus
erial Systems established to meet this goal have not
.alwayf worked. See p. 10.)

IMPROVING CATALOCING AND STANDARDIZATICH

‘ective cataloging and standardization of supplies are
first steps for efficient and economical logistics
cns. To fully benefit, Federal agencies must be dedi-
» planning, controlling, and reviewing their programs
areas. Because of the complex relations amonyg cata-
nd standardization programs, agencies must coordi-
r activities. We have found that such dedication

nu coordlnntlon are lacking. (See p. 11l.)

PROTECTING INVENTORIES

Storing and preserving material is a key element within
the logistical system. As the availability of funds and per-
sonnel for storage functions decreases, it becomes increasingly
1m}wrtant that existing storage and preservation systems be-

w more efficient. What we have found, however, 1is that
sfficiency has not been realized in some Government
and preservation systems. (See p. 11.)

In some instances, agencies have not agreed with our
recommendations. In other instances, even when agencies gen-
erally have agreed with our recommendations, they have not
1m11a nted them or have not taken the degree of action we
e ] is necessary. Because the Administration and the
are interested in achlev1ng a balanced Federal bud-
get, we believe that Federal agencies should explore all
avenues for reducing Covernment operations costs. Renewed

yency action on our recommencdaticns, which have not been
lemented, or have been only partially implemented, can
holp in this effort.

RECOMMENDATIONS

We recommend that the Secretary of Defense; the Cecre-
taries of the Air Force, Army, and Navy; the Administrator of
G 11 Services; and the Secretary of Energy reconsider those
e ndations in the appendix which have not been fully im-
plemented. Also, we recommend that during future hearings
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your Committee follow up on agency actions to reconsider and
implement those reconmmendations.

'&a.u .
omptroller General
of the United States
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APPENDIX I

STATUS OF SELECTED OPEN RECOMMENDATIONS

BY SUBJECT AREA AND AGENCY

1. Alternative logistics concepts Agency
We recommended that:
A osingle U ment of Defense (DOD) Servicewide
s 1 for alreraft
maintenar zither from one of
; vices o m an independent
Oomainbenand ey (LCD=78~406,
Va/78).
le manager be designated to Servicewide
zderal diagnostic
sgram.  Potential
Jj to be about
56 million -17~427, 5/31/77).
rvicing be used to reduce Servicewide
riency and duplication of
functions in the Pacific.
11y, over $9 million
e In addition,
vehicles valued
ion would be made
tribution
4/12/79).
Duplication of aircratt depot Servicewide
i liminated
d interservicing.
- thias duplication
could save millions of dollars
(LCD=~78~406, 7/12/78).
OD use the substantial amount Servicewide

s capacity for aircraft
intenance within private in-
dustry to meet its maintenance re-
ments, Unused commercial
roduction capacity ranges from
$250 to 5400 million annually
{LCD~T78-406, 7/12/78).

Status

DOD stated that, regarding a
single manager, it was particular-
ly sensitive to any possible ad-
verse impact on its ability to
effectively support the combat
forces. A preliminary survey to
identify and quantify the antici-
pated benefits and penalties of
the recommendation has been com-
pleted. However, we have not re-
ceived the final study.

DOD reluctantly agreed to study
the feasibility of our recommen-
dation for specific areas. Its
own studies have confirmed that
opportunities for consolidation
are available and that millions
of dollars could be saved. How-
ever, DOD has not taken action
to bring about the change.

DOD and subordinate military or-
ganizations have taken positive
efforts to consolidate some mil-
itary support functiona. How~
ever, procedures that would in-
sure that disputed consolidations
are promptly submitted for review
and arbitration to an organization
with directive authority have not
been implemented.

DOD responded that interservicing has
been significant. We have been in-~
formed that the Defense Audit Service
will review the implementation of the
interservicing process.

Our recommendation corresponds with
the conclusion of a 1977 DOD/OMB study.
However, DOD did not agree with our
recommendations.
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APPENDIX I

STATUS OF SELECTED OPEN RECOMMENDATIONS

BY SUBJECT AREA AND AGENCY

Agency
=16 component repair Alir Force
1 be centralized.
rralization would save millions
iollars (LCD=79-409, 3/28/79).
1ipping be considered Navy

r meeting Navy sup-

+»  Hundreds of mil-
lars could be saved
B/30/78).

It. JIdentification of logistics reqguirements

We recommended that:

Servicewide

“ngiﬂmicm planning on
# Lon and support costs (LCD-
77-429, 10/17/77).

rated logistics Army
lanning be supplemented

guidance for foreign-

weapon systems (LCD-76-450,

- planning for the Havy
ark=-48 torpedo be reevaluated
{LCD=-76-45), 5/9/77).

IT!. Requisition of excesgive material

We recommended that:

for DOD equip= Servicewide
n from existing inven-
r than overhauled to
) maintenance requirements
(LCD=79-20%, 1/31/79).
my discontinue its practice Army

clud ty levels and
uantities as early
uirements {(LCD~78~-

Status

The Air Force has approached our recom-
mendation on these aircraft with
caution, while at the same time moving
ahead with centralization of component
support for other aircraft.

Although DOD and the Navy disagreed
with the report's conclusions and
recommendations, they have planned
or taken several actions that are
closely alined to those suggested in
the report. However, more could be
done.

DOD did not agree to take additional
action to identify the benefits of
increased front end logistics
planning.

DOD did not agree with our recom-
mendation.

Actions taken on our recommendations
have been more of a status of what
has been done rather than a reevalu-
ation of what needs to be done.

In many instances, the services con-
tinue to overhaul repair parts, al-
though surplus repair parts exist in
DOD inventories.

The Army would not agree to imple-
ment all the actions needed to re-
duce its war reserve stocks. The
Army believed that the safety level
is a valid requirements element. We
believe that the war reserve require-
ments contain sufficient quantities
to provide adequate support without
thegse additional levels.
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STATUS OF SELECTED OPEN RECOMMENDATIONS

BY SUBJECT AREA AND AGENCY

IV, Material distribution and transportation systems

Agency
We recommended that:
DOD make needed improvements in Servicewide
rrangportation and billing so that
transportation costs ander the Por-
eign Military Sales program could be
fully recovered. Many millions of
dollars in v380rial costs have not
been recovered from forelgn govern-
ments (LCD=77-210, 8/19/717),

Transportation for the shipment of Servicewide
cargo overseas in ocean gontainers
entrally managed, This would

millions and improve service

D-77-227, 11/8/777),

Improvements are needed in Defense Servicewide
programs for training transporta-
tion officers and agents (LCD-77-

229, 1/20/77).

Department
of Energy

The Department of Enerqgy take several
ions to develop a comprehensive
nsportation plan for the Strate-

‘ roleum Reserve {LCD-78-211,
10/18/78) .

V. Use of Government equipment

We pecommended that:

Standardized criteria and instruc- Servicewide
tions be established for developing

peacetime and mobilization indus-

trial plant equipment needs

{LCD-76~-407, 10/5/76).

noD take a more active role in get- Servicewide
ting numerically controlled egquipment

in place and working efficiently at

DOD industrial plants (LCD-78-427,

1/11/79}.

Air Force and Havy procurements for
F~1% and F~14 support alrcraft be

Air Porce/Navy

Status

Procedures that need to be changed
to correct this problem have not
been implemented.

DOD studies intended to evaluate
our recommendations have not yet
been completed.

Action on our recommendations has
not occurred.

Although Energy agreed, in part,
with our recommendation, it did
not review the ability and cost
of U.S. flag tankers in meeting
this reserve.

The services have taken some ac~-
tions to improve their management
of industrial plant equipment.
However, the Navy still does not
have all the data needed to effec-
tively manage its equipment needs.

DOD has not provided the attention
and direction that we believe ig
needed for numerically controlled
equipment.

Despite our findings and the fact
that the Defense Audit Service also
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STATUS OF SELECTED OPEN RECOMMENDATIONS

BY SUBJECT AREA AND AGENCY

Agency

rvice computed
overstated
Ly or 8245 billion
1/17/719).

be used to reduce re-
for 8 aircraft en-

Approximately $141 millien
aved (LCD-77-418, 10/12/

VI. Maintenance procedures and programs

We recommended that:

The management of the military ser- Servicewide
‘ g maintenance pro-

ed under a single

Yy 7/29/75).

consol i
Gl 2

e
ger {LCI

programs for combat Servicewide
veh r5 be improved

9/3775).

The productivity of Navy aircraft Hawvy

tion. Millions of dollars
saverd (LOD-80-23, 12/6/79).

i lad be

be properly sized and Havy
rctively used

3/31/78).

»ds better information on Navy
intermediate mainte~-

it can establish
intermediate

Air Force/Navy

Status

questioned the F~14 and F~15 non-
combat aircraft requirements, we
have seen virtually no change in
quantities procured and little im-
provement in the requirements jus-
tification for such aircraft.

A joint service study of safety
levels for spare engine require-
ments, intended to be completed by
December 1978, is still not com=~
pleted. 1In addition, the Navy con-
tinues to keep its inventory of
spare engines aboard carriers at a
level higher than needed.

DOD officials did not agree with
our recommendation. They stated
that decentralized management is
necessary to preserve unit inteqg-
rity and to insure defense
readiness.

Procedures were promised to cor-
rect the maintenance deficiencies
that we identified. lowever, cur-
rent data indicates that the
deficiencies continue to exist.

Consolidation has not taken place
even after our reports and !avy
studies have shown that it should.

While the Navy has taken some ac-
tion, it has not identified other
data needed to properly size ship-
yards. Little progress has been
made in defining shipyard capacity
needs.

Progress made in the intermediate
maintenance and maintenance system
development program areas appears
to be less than satisfactory.
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STATUS OF SELECTED OPEN RECOMMENDATIONS

BY SUBJECT AREA AND AGENCY

Agency
capability is
9/12/78).
The Havy as: its policy of Navy

uling amphibious

reqularly
il with a view

i t;ﬁé)]y effective
phy (LCD~T78~434, 12/27/78B).

Status

The Navy disagreed with our recommen-
dation, stating that our report did not
consider the basic differences between
the Navy's combat support ships and mer-
chant ships.

VII. Management information systems for logistics operations

We recommended that:

Servicewide

signate a group to coordi-
he services' use of source
utomation {LOCD=-77-441,
T7).

e made in the Defense Servicewide
y's automated depot

ist the Defense

ystem (LOD-76~-108,

Major changes be made to the Servicewide
14 dev Military Command and

so that 1t would
in megting its ob-

(LCD-80~22, 12/14/79).

Thw Navy improve its management Navy
sing resources

10/15/79)

7911 s‘,

VIII. Disposal of unneeded property

We recommended that:

Servicewide

a standard policy for
g when to eliminate from
tory, excess equipment for
gystems no longer used by
Armed Porced. Millions of dol-
f excess inventories could
(LCD=79=-211, 5/16/79).

5

10

NOD actions have been mainly in the
area of monitoring rather than coor-
dinating source data automation in the
services.,

Information indicates that the Defense
Logistics Agency continues to have many
of the problems identified in our
report.

We have been reporting the problems in
this system for over 9 years. The prob-
lems continue to exist with only a prom-
ise by DOD to study the feasibility of
doing a study.

While the Navy agrees that improvements
could and should be made in the auto-
mated data processing program, we have
found that actions needed to correct
the problems have not been carried out.

A standard policy to be used by the
services has not been implemented.
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STATUS OF SELECTED OPEN RECOMMENDATIONS

BY SUBJECT AREA AND AGENCY

Agency

Servicewide

TT-204, 1/26/77).

‘aloging and standardization practices

ommended that:

neral Services Servicewide
lon work with pri- &

ry to develop advi- GSA

v and establish a

entry control to help

unnecessary items from

ving Government inventories

(LCH-75-420, 11/20/75).

i Servicewide
talog and Standavdi- &
Gsa
el jtem duplication
(LCD-79-403, 3/15/79).

GSA make the item reduction GSA
4 0 effective (LCD-
T6-459, 7/11/77).

and preservation system

1ded that:

bility of stockpiled Army
mical munitions and agents

i before demilitarizing

ocks (LCD=-77-205,

- wf shelf life inven- Navy
improved (LCD-77-211,

6/29/

g
77

(947392) 11

Status

since our report, the Defense Audit Ser-
vice has confirmed our conclusion for
basically the same reasons cited in our
report.

A meeting between DOD/GSA and private
industry to help prevent unnecessary
items from entering Government inven-
tories has not occurred.

DOD and GSA promised actions which
should address some of our recommen-—
dations. However, other recommendations
encountered major DOD and GSA objections.

GSA has taken some action to improve
the item reduction program. However,
it disagreed with us on other points
and has not taken the action called for.

DOD did not agree with our recommenda-
tion.

Initially, DOD was reluctant to take ac-

tion. After dur second report, DOD did

begin to act on our recommendations.

However, the eventual actions and the

adequacy of these actions have yet to

be evaluated. W
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